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May 5, 2010 

 
CARE REVISES RATINGS OF LT RATINGS OF SADBHAV ENGINEERING LTD. 

 AND REAFFIRMS ST  RATINGS. 
 

CARE has revised the long-term bank facilities ratings of Sadbhav Engineering Limited 
(SEL) from ‘CARE AA-’ (Double A Minus) to ‘CARE A+’ (Single A Plus) and 
reaffirmed ‘PR1+’ (PR One Plus) rating assigned to the short-term bank facilities. 
Further, CARE has reaffirmed a ‘PR1+’ (PR One Plus) rating assigned to the 
proposed STD (including CP) issue for an amount upto Rs.100 crore of SEL. The STD / 
CP limit is to be carved out of the sanctioned working capital facility of the company.  
Also, CARE has revised rating assigned to outstanding Non Convertible Debenture  
from’ CARE AA-’ (Double A Minus) to ‘CARE A+’ (Single A Plus).  
 
Facilities/Instruments with ‘Single A’ ratings are considered offer adequate safety for 
timely servicing of debt obligations. Such facilities/ instruments carry low credit risk. 
Facilities/Instruments with PR1 rating are considered to have strong capacity for 
timely payment of short-term debt obligations and carry lowest credit risk.  
CARE assigns '+' or '-' signs to be shown after the assigned rating (wherever 
necessary) to indicate the relative position within the band covered by the rating 
symbol. 

Facilities  Amount (Rs. 
crore) 

Rating 

Long-term Bank facilities  175.00 CARE A+ 
Long-term/ Short-term bank facilities  1000.00 CARE A+/PR1+ 
Non Convertible Debenture 30.00 CARE A+ 
Proposed CP/STD 100.00 PR1+ 

Rating Rationale  
The revision in the long-term rating is on account of shifting of business model 
towards developer marked by  increasing exposure to BOT projects (through SPVs, 
which are in the project phase) as compared to existing net worth of the company and 
increasing equity commitment for  the same. Expecting robust growth in the cash 
accrual from these BOT projects mainly due to benefit of the fall in the commodity 
prices subsequent to the award of contract, strength of the individual project in terms 
of earning higher internal rate of return and proven project execution capabilities as a 
EPC contractor, SEL plans to fund substantial portion of the equity commitment for 
these BOT projects from the free cash accrual of these projects themselves (generated 
during construction phase as EPC contractor). However, the cash flow position can 
come under pressure in the event of deviation in the quantum and timing in 
generation of operating cash flow in SEL as an EPC contractor which can potentially 
increase the working capital requirement including reliance on short-term debt where 
replacement risk persist. Rating revision also considers delay in realization of the some 
of the debtors & advances granted to overseas venture. At the same time SEL, debt 
coverage indicators are expected to remain adequate over the long-term, with healthy 
cash accruals and low debt repayment obligations.  
 
The ratings continue to factor in the strong order book position with good revenue 
visibility in the medium term, experienced management, good financial flexibility & 
profitability margins, growing geographical spread for the projects and thrust of the 
Government on the infrastructure sector. 
The long-term rating, however, continues to be constrained by fragmented nature of 
industry, lower bargaining power, as majority of the customers are government 
bodies, sensitivity of margins to the raw material prices and other risks associated 
with BOT projects. 
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Change in the credit profile due to higher than expected debt funding,  status of 
financial closure for BOT projects and timely completion of these projects without any 
cost overruns, , timely generation of expected free cash accrual from the ongoing BOT 
projects, and achieving optimum rate of return from overseas exposure in the medium 
term are key rating sensitivities.  
 
 
Company Background 
 
Sadbhav Engineering Limited (SEL) was incorporated in 1988, as a private company. 
SEL is mainly driven by the leadership of Mr. Vishnubhai M. Patel (Chairman & 
Managing Director), and is one of the largest BOT developers in the road sector in 
India with good project execution skills.  
 
SEL operates in four distinct business areas in the infrastructure sector viz. BOT road 
projects, cash contract based road projects, canal and mining. SEL has shown strong 
growth in order book position during last one year to Rs.7389 crore as on Feb.28, 
2010. SEL has BOT portfolio of nine projects including recently awarded three BOT 
road projects (which are in preliminary stage), out of which 2 are operational, 2 in 
advance stage of execution, three has achieved financial closure and balance are in 
process of achieving financial closure. Investment/ advances to BOT projects had 
increased from Rs.132 crore as on Mar.31, 2009 to Rs.213 crore as on Dec.31, 2009, 
out of which certain investments were funded from the debt. Going forward, exposure 
to BOT projects through SPVs are expected to increase above 60% of standalone net 
worth. 
 
During FY09, SEL reported total income of Rs.1062 crore (P.Y.: Rs.878 crore) and PAT 
of Rs.63 crore (P.Y.:Rs.52 crore). During 9MFY10, SEL reported total income of Rs.800 
crore and PAT of Rs.52 crore. 
 

Analyst Contact 
Name: Yogesh Shah  
Tel # 079-40265603 

Mobile # +91 94288 13912 
Email: yogesh.shah@careratings.com 

 
CARE classified instruments rated by it on the basis of complexity. This classification is available 
at www.careratings.com. Investors/market intermediaries /regulators or others are welcome to 
write to care@careratings.com for any clarifications. 

Disclaimer 

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or 
recall the concerned bank facilities or to buy, sell or hold any security.  CARE has based its ratings on 
information obtained from sources believed by it to be accurate and reliable.  CARE does not, however, 
guarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors 
or omissions or for the results obtained from the use of such information. Most entities whose bank 
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank 
facilities/instruments. 
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CARE is headquartered in Mumbai, with Offices all over India. The office addresses and 
contact numbers are given below: 

HEAD OFFICE: MUMBAI 
Mr. D.R. Dogra  
Managing Director 
Cell : +91-98204 16002  
E-mail : dr.dogra@careratings.com 

Mr. Rajesh Mokashi  
Dy. Managing Director 
Cell : +91-98204 16001 
E-mail: rajesh.mokashi@careratings.com 

 
Mr. Ankur Sachdeva 

Head - Business Development 
Cell : +91-9819698985 

E-mail: ankur.sachdeva@careratings.com 
 

4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, 
Sion (East), Mumbai 400 022 Tel.: (022) 67543456   Fax: (022) 67543457 

Website: www.careratings.com 
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Mr.Mehul Pandya 
Regional Manager 
32 TITANIUM 
Prahaladnagar Corporate Road, 
Satellite, 
Ahmedabad - 380 015. 
Tel – 079 4026 5656 
Mobile -  98242 56265 
E-mail: 
mehul.pandya@careratings.com 
 

Mr.Sundara Vathanan 
Regional  Manager 
Unit No. 8, I floor, 
Commander's Place 
No. 6, Raja Ram Mohan Roy Road, 
Richmond Circle,  
Bangalore - 560 025. 
Tel – 080 2211 7140  
Mobile – 98803 60878 
E-mail: sundara.vathanan@careratings.com 

Mr.Ashwini Jani  
Regional Manager 
Unit No. O-509/C, Spencer Plaza,  
5th Floor, No. 769,  
Anna Salai,  
Chennai 600 002 
Tel: 044 2849 7812/2849 0811 
Mobile – 91766 47599 
E-mail :ashwini.jani@careratings.com 
 

Mr. Rahul Patni 
Regional Manager 
401, Ashoka Scintilla 
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Regional Manager 
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Tel – 033 2283 1800/1803 
Mobile – 98311 70075 
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